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The 22-member Interim Committee, the International Monetary Fund's highest-level policymaking
body, met in Washington, DC, on April 14-15 as part of the spring 1988 joint IMF-World Bank
meetings. Selected highlights of the meetings are summarized below. (See 04/14/88 issue of the
Chronicle for additional details of proceedings and major issues discussed at the meetings.) In
a document released April 13, finance and economic policy officials of 24 developing nations
(G-24) stated that the only means of resolving the debt crisis are the elimination of the net negative
capital resource flow from the Third World, and reduction of the foreign debt, now estimated
at one trillion 190 million dollars. The G-24 communique requested distribution of no less than
$40 billion in special drawing rights from the International Monetary Fund as part of a larger
effort to provide relief to debtor nations. In a speech before the Interim Committee on April 14,
US Treasury Secretary James Baker said that real growth of gross national product among the
world's seven major (capitalist) industrial nations increased more rapidly in the second half of
1987 than during the first six months of the year. Next, last year world trade volume increased,
and and export volume from non-oil producer developing nations rose 10%. Baker declared that
external imbalances among the principal industrial countries are declining. In the case of the US,
he said, exports increased 18% during 1987, while imports rose 7%. He pointed out that Japan's
trade surplus arrived at its high point in 1986, and has declined since, while West Germany's trade
surplus is likely to drop this year. On April 15, the IMF Interim Committee issued a communique
summarizing activities and policy discussed at the two-day meeting. First, the committee approved a
new facility to provide additional assistance to developing nations experiencing balance of payments
difficulties, result of events and price movements beyond their control. The communique called for
flexibility in managing the developing world's debt problem within the context of a case-by-case
approach. Selected highlights from the text of the communique follow: *In discussing international
economic development and prospects, the Committee noted that economic activity appeared to
have been relatively well sustained in industrial countries in spite the October stock market decline.
Prospects are for a continuation of steady, moderate economic growth. Inflation remained low, and
progress has been made in reducing payments imblances. *In 1987, the ratio of debt to exports in a
number of developing countries declined relative to 1986. For many, export earnings recovered in
response to higher commodity prices and improved competitiveness. *In industrial nations, external
payments imbalances continue to be large. Unemployment, particularly in Europe, remains high.
*In developing nations, the momentum of investment and output growth has been inadequate, and
foreign debt burden remains a major source of concern. *The importance of policies to facilitate
needed changes in underlying rates of demand growth was emphasized in dealing with external
payments imbalances among industrialized nations. The US should continue to strengthen its
fiscal position and improve conditions for private sector savings. For Europe and Japan, structural
policies are needed, including a marked reduction of subsidies and the reduction of rigidities in
domestic markets. *In order to strengthen growth and creditworthiness in Third World debtor
nations, the importance of preserving growth-oriented adjustment efforts was emphasized, i.e.,
policies to strengthen the quality and quantity of domestic investment, discourage capital flight,
and maintain external competitiveness. Complementary macroeconomic and structural policies
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are necessary. In some debtor nations, greater efforts are still required to reduce public deficits and
move toward realistic interest rates. Next, reforms in areas such as relative prices, public sector
investment, and education and training are often necessary to enhance the efficiency of resource
use. *The importance of continuing the case-by-case approach to debt problems was emphasized.
This approach, said the communique, is the only way in which adjustment programs and financial
resource flows could be tailored to individual country circumstances. Also important are the
maintenance of open and expanding markets for debtor nations' exports, and adequate and timely
financial support from creditors to facilitate the pursuit of growth-oriented adjustment policies in
these countries. *Middle-income debtor nations must be able to demonstrate that policies yield
positive results in order to receive continued support for their adjustment efforts. The communique
also noted the negative effect that delays in obtaining adequate financing have on such efforts
and on the creditworthiness of debtor nations, particularly the smaller middle-income countries.
*The Committee stressed the need to overcome obstacles to sustained growth in many low-income
countries, and welcomed the decision by the executive board to establish the Enhanced Structural
Adjustment Facility (ESAF). The communique said that the recent conclusion of agreements with
contributor countries will soon permit the ESAF to begin operations.
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